Hearing Examiner
ROBERTA CROSS GUNS

Office of the Commissioner of AUS 9 2 2010
Securities and Insurance

840 Helena Avenue

Helena, MT 59601

(406) 444-2040

(406) 444-3499 (fax)

rerossguns@mt.gov

Attorney for the Securities Department

BEFORE THE COMMISSIONER OF SECURITIES AND INSURANCE
OFFICE OF THE STATE AUDITOR
STATE OF MONTANA
IN THE MATTER OF: CASE NO.: SEC-2010-82
ACN, INCORPORATED

1000 Progress Place
Concord, NC 28025,

NOTICE OF PROPOSED AGENCY
DISCIPLINARY ACTION AND
OPPORTUNITY FOR HEARING
GREGORY PROVENZANO, individually and
in his capacity as President of ACN, Inc.;
ROBERT STEVANOVSKI, individually and
in his capacity as Chairman of ACN, Inc.;
ANTHONY CUPISZ, individually and in his
capacity as Vice President of ACN, Inc.; and
MICHAEL CUPISZ, individually and in his
capacity as Vice President of ACN, Inc.,

T

Respondents.

Staff of the Securities Department (Department) of the Office of the Commissioner of
Securities and Insurance, Montana State Auditor, pursuant to the authority of the Securities Act
of Montana, Mont. Code Ann. § 30-10-101, ef seq., is proposing to the Commissioner that she
take specific action against ACN, Incorporated (ACN), with a principal place of business located
at 1000 Progress Place Concord, NC 28025, Gregory Provenzano (Provenzano), Robert
Stevanovski (Stevanovski), Anthony Cupisz (A.Cupizs), and Michael Cupisz (M.Cupisz),

identified above, for violations of the Securities Act of Montana (Act). The Commissioner has
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authority to take such action under the provisions of Mont. Code Ann. §§ 30-10-102, 30-10-103,
30-10-107, 30-10-110, 30-10-301, 30-10-304, 30-10-305, 30-10-309, 30-10-324, and 30-10-325.
In particular, the Department recommends specific action against the named Respondents
including imposition of appropriate fines and appropriate restitution with interest.
Service of process is pursuant to Mont. Code Ann. § 30-10-107.

REASONS FOR ACTION

There is probable cause to believe that the following facts, if true, justify and support
such specific action. Furthermore, there is reason to believe that the following facts will be
proven true and, therefore, justify and support immediate issuance of an order requiring
Respondent to cease and desist their activities in violation of the Securities Act of Montana.

ALLEGATIONS OF FACT

L. On or about March 22, 2010, the Department received a complaint regarding
ACN from a Montana citizen. The complaint indicated the complainant had invested $499 with
ACN for the “right to sell phone services.” However, the services are not widely available in
Montana. According to the complainant the only way to obtain a return on the investment with
ACN in Montana is to recruit new participants who are then required to also recruit new
participants.

2 ACN notice-filed as a multi-level marketing company in Montana. The filing
documents identify Provenzano, Stevanovski, A.Cupisz and M. Cupisz as the principals for the
company. Provenzano is identified as President of ACN. Stevanovski is identified as the
Chairman of ACN. A.Cupisz and M.Cupisz are identified as Vice Presidents for ACN.

Provenzano, Stevanovski, A.Cupisz and M. Cupisz are also the founders of ACN.
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3. The Department relied on standard investigation practices and obtained
information from ACN regarding the complainant’s allegations. After reviewing the
documentation provided by ACN, the Department determined the following:

a. Compensation to ACN participant investors is derived from either monthly
commissions from the use of the phone services and/or from “customer acquisition bonuses”
(CAB).

b. ACN documents include a statement highlighted by borders indicating “the
bottom line in building your ACN business is that you are acquiring customers and sponsoring
‘customer getters’ in order to build a residual income for yourself.” Attached hereto as Exhibit
A is a copy of this document provided to the Department by the Montana complainant.

€ The CAB are only payable when the recruited individuals become customers of
the telecommunications service. Thus, in Montana the only compensation for members in ACN
is recruitment of others to sell the product that is not available for use in Montana.

d. The $499 investment is a membership fee for which the investor receives an
internet download of “essential marketing tools,” including a training kit and “back-office
services” necessary to sell the telecommunications service ACN offers. The investment also gets
the investor five points toward his/her first step on the pyramid. Attached hereto as Exhibit B is
a copy of the compensation plan provided to the Department by ACN. There is an annual
renewal fee, as well, as seen in the ACN IR Agreement, attached hereto as Exhibit C.

4. The ACN compensation plan overview provided to the Department by ACN
clearly shows by illustration the pyramid scheme. In order to progress in the company,
participant investors must recruit other participants to sell the service that is not usable in

Montana.
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3. Additionally, the ACN overview page (Exhibit A) provided by the Montana
complainant clearly illustrates the pyramid scheme in section (5). Then in section (7) of the
overview, ACN shows the only two ways to earn compensation is by acquiring
telecommunication services customers or participants. Because Montanans in particular are
unable to use the telecommunications services, the only way to be compensated is to recruit other
ACN participants,

6. Participant investors are provided an Independent Representative Agreement (IR
Agreement) when they become “members.” See Exhibit C. It appears from these IR
Agreements that the $499 investment is a “fee” to become a “team trainer” for recruitment
purposes and pays for the “essential marketing tools” of recruitment.

7. Participant investors are promised a certain rate of return based on the numbers of
recruits they obtain for ACN, as set forth in the ACN overview. See Exhibit B. For example,
ACN tells participant investors they will receive $ 3,000 monthly if they become an Executive
Team Trainer (ETT). See Exhibit A. In Section (9) of the Exhibit A overview it appears an
ETT must recruit two qualified team trainers (QTT). Alternatively, if a participant investor
recruits two QTTs who recruit two additional QTTs and each participant investor acquires 20

(13

customers, the investor’s “overriding residual income” could be as much as $11,000 per month.
The further up the pyramid participant investors are able to progress, the higher the
compensation promised.

8. In 2009, ACN recruited over 300 Montana participant investors. Upon reviewing
documentation provided by ACN, the Department determined ACN reported 312 Montana

participant investors paid approximately $234,813.02 for monthly fees, membership renewals,

supplies and convention fees in 2009. During the same period, ACN's Montana participant
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investors received only $16,615.08 in compensation. The compensation was primarily paid for
obtaining new participant investors, rather than for selling the telecommunications services
allegedly offered by ACN. In fact, a mere $896.86 was paid as compensation to Montana
participant investors for direct sales of the telecommunications services to non-participants.

9. In 2008 ACN had 91 Montana participant investors. A review of the
documentation provided by ACN indicates a reported 91 Montana participant investors paid
approximately $61,741.69 for monthly fees, membership renewals, supplies and convention fees
in 2008. Only two of the 2008 Montana participant investors received more than $600 in
compensation - one received approximately $700 and the other received approximately $696.
‘The 2008 compensation was primarily paid for obtaining new participant investors, rather than
for the telecommunications services allegedly offered by ACN. In fact, a mere $783.06 was paid
as compensation to Montana participant investors for direct sales of the communication services
to nonparticipants.

10.  ACN promotes its pyramid scheme through an internet website, local “seminars”
and urban conventions.

CONCLUSIONS OF LAW

T The Montana State Auditor is the Commissioner of Securities (Commissioner)
pursuant to Mont. Code Ann. §§ 30-10-107, 2-15-1901.

2 The Commissioner has jurisdiction over this matter pursuant to Mont. Code Ann.
§§ 30-10-102, 30-10-107, 30-10-201, 30-10-202, 30-10-301, 30-10-304, 30-10-305, 30-104309,

and 30-10-325.
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3. The administration of the Securities Act of Montana (“Act”), Mont. Code Ann. §
30-10-101, et seq., is under the supervision and control of the Securities Commissioner, pursuant
to Mont. Code Ann. § 30-10-107.

4. The Commissioner shall administer the Securities Department to protect investors
pursuant to Mont. Code Ann. § 30-10-102.

3. Respondents promoted and operated a pyramid promotional scheme selling a
sales plan in which participant investors receive consideration primarily from the recruitment of
other participants in the plan rather than from the sale of an actual product or service. Mont.

" Code Ann. § 30-10-324 (6) (a) and (c).

6. Respondents violated the Act when they promoted and operated a pyramid
promotional scheme in Montana pursuant to Mont. Code Ann. § 30-10-325.

7 Respondent’s IR Agreements represent investment contracts through the terms of
the IR Agreement and its references to the compensation plans pursuant to the definition of a
“security” at Mont. Code Ann. § 30-10-103 (22) and SEC v. W.J. Howey Co., 328 U.S. 293
(1946) because Respondents require an investment of money to participate in a common
enterprise where the participant investors have an expectation of profit and said profit is derived
from the efforts of the recruits the participant investors obtain, rather than from the sale of some
product or the provision of some service by the investor.

8. Respondents violated Mont. Code Ann. § 30-10-201 when, in connection with the
above promotion of a pyramid scheme, they offered ACN IR Agreements to persons in Montana

without first being registered either as an issuer or as securities salespersons in Montana.
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9 Respondents violated Mont. Code Ann. § 30-10-202, by offering the IR
Agreements that constitute investment contracts, and therefore are securities, to persons in
Montana without first registering these securities in Montana.

10.  Respondents violated Mont. Code Ann. § 30-10-301 (1) (b), by failing to disclose
the following material facts which were necessary to disclose in order to make the statements
made about the investment in light of the circumstances under which they were made not
misleading:

a. that at all times material hereto, the ACN IR Agreements were not registered as
securities in Montana;

b. that at all times material hereto, the ACN program is an illegal pyramid
promotional scheme;

c. that Respondents made fraudulent statements of material fact when they
represented that the program was legitimate in order to encourage participation in
the program; and

d. that Respondents made misleading statements when marketing the availability of
the telecommunications services in the state of Montana.

11.  Respondents violated Mont. Code Ann. § 30-10-301 (1) (c) by engaging in an act,
practice and course of business that acts as a fraud and deceit on persons in Montana by
promoting a program that constitutes an illegal pyramid promotional scheme.

12.  Respondents violated Mont. Code Ann. § 30-10-301 (1) (¢) by engaging in an act,
practice and course of business that acts as a fraud and deceit on persons in Montana by making
false representations regarding the ACN program to at least 312 Montana citizens in 2009 and 91

Montana citizens in 2008.
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PUBLIC INTEREST

For any and all of the reasons set forth above, it is in the public interest and will
protect Montana investors to:

1; Immediately issue a temporary cease and desist order barring Respondents, as
well as ACN's agents and representatives from further violations of the Montana Securities Act

2. Order Respondents to pay administrative fines in an amount and upon such terms
and conditions as supported by the evidence and determined at hearing of this matter;

4. Order Respondents to pay restitution to Montana investors in an amount and upon
such terms and conditions, including the statutory ten percent per annum interest on the money
invested in the ACN pyramid scheme as supported by the evidence and determined at hearing of
this matter; and

4. Take such other actions which may be in the public interest and necessary and
appropriate for the protection of Montana investors.

STATEMENT OF RIGHTS

You are entitled to a hearing to respond to this notice, and to present evidence and
arguments on all issues involved in this case. You have a right to be represented by an attorney
at any and all stages of this proceeding. You may demand a formal hearing before a hearing
examiner appointed by the Commissioner pursuant to the Montana Administrative Procedure
Act, Mont. Code Ann. §§ 2-4-601, ef seq., including Mont. Code Ann. § 2-4-631. If you demand
a hearing, you will be given notice of the time, place and the nature of the hearing.

If you want to contest the proposed action under the jurisdiction of the Commissioner,
you must advise the Commissioner within 15 days of the date you receive this notice. You must

advise the Commissioner of your intent to contest the proposed action by writing to Roberta
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Cross Guns, State Auditor’s Office, 840 Helena Avenue, Helena, MT 59601. Your letter must
clearly indicate whether you demand a hearing, or whether you waive formal proceedings and, if
so, what informal proceedings you prefer for disposition of this case. Pursuant to Mont. Code
Ann. § 2-4-603(2), you may not request to proceed informally if the action could result in
suspension, revocation or any other adverse action against a professional license.

Should you request a hearing, you have the right to be accompanied, represented, and
advised by counsel. If the counsel you choose has not been admitted to practice law in the state
of Montana, he or she must comply with the requirements of Application of American Smelting
and Refining Co., 164 Mont. 139, 520 P.2d 103 (1973), and Montana Supreme Court Comm’n
on the Unauthorized Practice of Law v. O’Neil, 334 Mont. 311, 147 P.3d 200 (2006).

CONTACT WITH SECURITIES COMMISSIONER’S OFFICE

If you have questions or wish to discuss this matter, please contact Roberta Cross Guns,
Office of the Commissioner of Securities and Insurance, Montana State Auditor, at 840 Helena
Avenue, Helena, MT 59601, (406) 444-2040 or, within Montana, (800) 332-6148. If an attorney
represents you, please make any contacts with this office through your attorney.

POSSIBILITY OF DEFAULT

Flailure by Respondents to give notice or to advise of Respondents’ demand for a hearing
or informal procedure within 15 days, will result in the entry of a default order imposing the
disciplinary sanctions against Respondents, without further notice to Respondents, pursuant to
6.2.101, Administrative Rules of Montana and the Attorney General’s Model Rule 10, 1.3.214.

Dated this £_ day of August, 2010.

/Z‘?baf; C’f’.c wvﬂjr/f 21

ROBERTA CROSS GUNS
Attorney for the Securities Department
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CERTIFICATE OF SERVICE

[ hereby certify the foregoing was served by pre-paid US mail, certified, return receipt

requested, on the 2 ,_day of August, 2010, on the following:

Julie R. Mueller
Associate Counsel
ACN

1000 Progress Place
Concord, NC 28025
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EFFECTIVE APRIL 1, 2009

STARTING

PDSITION EARNED POSIT!ONS _

'Exef:uti\fé"' : Executwe o

Team'lér:;nger -(TT] TeamTramer : Team Leader 'qurdlnqtor ; Regrorfal ?;;;’rGSId..ent S bratlant (SVP)
4105 SOOMET R e e ey B Sl R
o _ L
v e :
g 5 Points : qua{f i " Pf - ol e ki ASBrENR 6 se6 :Eastgrlg Vsp\i'litnh at
= : e coatte 200 Points in 17Cin 1TCin . 8
1 Including at least 2 1 qualified TTin 1ETTin 3 separate légs 3 separate legs 4 separate legs least
ix]  Preferred Customers 2separate legs | 3 separate legs i i arylewl] '(atan level) 3 RVP legs
= (at any level) (atany level) 5 i (at any level)
8 *Preferred Customers
must be either = i.—;
different services or

the same service from s r""‘j"*j

a household different
than your own QI T B
T :
3 NG
o] 200

Minimum Monthly Mihimtjm Monthly Minimum Monthly
Downline Billings: | Downline Billings: Downline Billings:
$50,000 ~. .$75,000 - $500,000

Monthly billings are reported two to three months in arrears.

Customer Acqmsxtmn Bons Schedule o

it LG "4 Star RVP. Pl SUR L
Open Line = 550 Open Line = $30 SRR Open Line =$30
1st generation = $20 istgeneration =$15 -~ - 1st generation =3%15

CABs (Customer Acquisition Bonuses) are earned when TCs and above assist a newly sponsored TT in getting qualified within their first 30 days. There are no CABs for 3
Star RVPs. CABs will be paid 14 days following the new TT's start date once they qualify. A representative’s start date is determined by the date of payment of their TT
application fee. In order to receive CABs, TCs and above must maintain the minimum number of personal customers to be quaiified as a Team Trainer. Please see the

bonus document on MyACN for promotional adjustments to the Compensation Plan,

f Po .

Preferred Customers - 2 Points Each ; ! : | Other

Bundled Local and Long Distance Customer Long Distance = 1 Point

Digital Phone Service with Video Phone

{includes Primary Account for Family Pians)

IRIS 3000 ™ Video Phone Customers count as 3 Points each
60 days after the enter date

Digital Phone Service with Phone Adapter* = 1 Point

Wireless' - new accounts (individual or air card)

{(includes Primary Line for Family Plans) ERLSeR El

Satellite TV' - DIRECTV (Residential & Business) or DESH Network New Dial-Up Internet - commission only /Existing Dial-Up customers = 1 Point
ADT Home Securlty

Satellite TV' - DISH Network Family Plan Customer = 1 point

Digital Phone Service Family Plan = 1 Point per line (limit 4 lines per primary account)

| Wireless Extensions’ (any number of lines) = 1 Point
& Wireless Family Plan' {2-3 lines) = 1 additional Point
| Wireless Family Plan' {4-5 lines) = 2 additional Points
Wireless Add-A-Line' (1-2 lines) = 1 Point

| Wireless Add-A-Line' (3-4 lines) = 2 Points

T-Mobile Wireless FlexPay' = 1 Point

& | ACN Your Business Assistant** = 1 Point
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COMMISSIONS:BY SERVICE :

% Pe'fs_osn'zils*
% S : 1/4% /4% 10
2, 1/4% 1/4% 10
3 1/4% 1/2% 20
g 1/2% 1% 20
5 3% 5% 40
6 5% 7% 40
7 8% 10 % 40 R
e g s e | A3 Star RVP eatns commissions on all customers below 7th level to -
ey L 35t s fgg : i Crr toiua ot S R e i
- :.pe.r)__ 15 _S__ar i s ; I.% j ! % an unlimited number of levels to the next 3 Star RVP's 7th level.
Open Lina 4 Star RVP 11/2% 3%
? A 4 Star RVP earns commissions on all customers below 7th level to
29 i : :
It Generation 4 3tar RV L ] an unlimited number of levels to the next 4 Star RVP's 7th level.
2nd Generation 4 Star RVP 1/2% 1% el
_ Upen Lme .SVP B SVP garns commn:;srons on n all customers below 7th ievel toan
15t;GeneratIon SVP i unllm‘ted number af levels to the next SVP’s 7th Ievel

* See Pemona! Commissions schedule befow,

b DSL internet Service is 50% commissionable. Dial-Up Intemet Service is

100% commissionable,

Lisd

3 Star RVP commissions are not paid to 4 Star RVP or SVP positions.

Mote: 3 Star RVPs, 4 Star RYPs and SVPs must maintain minimum Team
Trainer qualifications to qualify for commissions.

PERSONAL COMMISSIONS

3, Blllmg Volume
$0to $1,999
$2,000 to $2,999
$3,000 to $3,999
$4,000 to $4,999
$5,000 to $5,999
$6,000 to $6,999
$7,000 to $7,999
$8,000 to $8,999
$9,000 to $9,999
$10,000 +

*Upline commissions are half the standard commissions if the personal
customer volume exceeds $3,000

Note: ACN reserves the right to adjust the commission schedule for
individual accounts such as business and affinity programs where required.

Subject to ACN terms & conditions and policies & procedures of the
Independent Representative Agreement.

Success as an ACN Representative is not guaranteed, but rather influenced
by an individual's specific efforts. Not all Independent Representatives
make a profit and no one can be guaranteed success as an ACN

Independent Representative.”
MEMBER

r‘"\k— e

Www.acnmc.com

WIHELESS COMMISSION BILLING PER MONTH

g EPani over comraxt tﬂrm*}

One Line or Air Card - $40

2 Line Family Plan - 560

3 Line Family Plan - $§70

- 4 Line Family Plan - $80

5 Line Family Plan - $90

Single Line Extensions - $20

2 Line Family Extensions - $30

3-5 Line Family Extensions - $35

- Add-A-Line - $10 per line -

T-Mobile Wireless FlexPay - 520

DIRECT_V _COMMISSION BILLING PER MONTH

(Paid gver confract tmm‘)

$60

DISH. NETWORK COMMISSION BILLING PER MONTH

'-“BICI aver comract term®)
$50

Dish Family Plan $19.99

b HOME SECURITY COMMISSION BILLING PER MONTH

II“-HCI o ver contract tv—‘rm ,1 i

540

Commissions are calculated based on fully commissionable, actual monthly billings,
excluding Wireless, Satellite TV and Home Security. Commissionable Revenue for Wireless,
Satellite TV and Home Security customers are a fixed amount based on the plan,

*Unless a customer cancels prior to the end of the term.
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Millions of customers
- INC - Successrom lloma The s_oq_n—.u _-wmn»- direct .3=_=e
- UsAToday Success telecommunications service provider! | b, e
- Fortune - o_anmma____n News - g | wireless satelilte tv ~ home «mn:_&. | RELATIONSHIP MARKETINGI |
4] (5| OVERRIDING RESIDUALINCOME | | [Ff OVERRIDING RESIDUALS* | | [l STARTING | !} BALANCED COMPENSATION
PERSONAL ki fresciammy = Assuming each representative in € POSITION 100% of all moneys paid are customer
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SEE ACN’S COMPENSATION PLAN FOR COMPLETE DETAILS earned at ACN unless customers are acquired.
) ) ! FORUSE INTHE UNITED STATES ONLY
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Mar 22 10 12:11p Caroline Moore 406-777-2129 p.2

: E:gg?—};ﬁ 2.2;!-(?2355249 Office Use Data Entry Date
Wl e o | |
www.aainccom _
PLEASE TYPE OR PRINT CLEARLY Representative Type

{Gircle One):
APPLICANT INFCRIMATION 5 AN Y, ;
Last Name First Name Middie Initial Home Telephone (with ares tode] | Social Security #

\ st INDEPENDENT REPRESENTATIVE AGREEMENT

Individual

Birthdate of Applicant

Company Name (Procf of Company Name, Business Tax ID # or Employer @0 ¢ required) | Cellular Telephone {with arez code}  Federal Tax 1.0 {if applicable) Birthdate of Principal

Mailing Address City State Zip Code

j E-mall Addrass

SPONSOF INFORN ATION
Last Name First Name Middle Inicial

Teleghone |with area codel | Representative L.D.

(J $499 TEAM TRAINER
I, the undersigned, authorize ACN to charge the credit card account listed below and acknowledge that | have legal authority to enter into this agreement. | have
carefully read the Terms and Conditions and 2cknowl/edge this by signing at the bottam of the page-

Signature Printed Name

Select payment method: O3 Personal Check (make payable to ACN) (2 CashiersCheck [ MoneyOrder T American Express, Discover, Master Card or Visa |
Credit Card Account Number Expiration Date

When you provide a check as payment, you authorize us either to use the informatian from your check to make a one-time electronic fund transfer from your account or 1o process the
payment as a check transaction. When wz use this information from your check to make an electronic fund teansfes, funds may be withdrawn from your acceunt as soon as the same day
you make your payment, and you will nok receive your check back from your financial institution. In the event that your check is returned unpaid for insufiident or uncollected funds, we
| may electwmcally debit your account for the principal amount of the check,

| understand that there is no requirement beyand filing of this application and no purchase of sales ar training materlaks are required to become an Independent Representative

other than the purchase of a Training Kit, which is sold at ACN's cost. My advencement to higher levels In the ACN Compensation Plan is based upon the acquisidon of customers and
telecommunications/internet usage. | acknowledge that any purchase of sales alds, training materials or training is strictly vol y. | also undi d that if | choose ta sponsor others to
participate In ACN's Compensatlon Plan, | will not receive any compensation whatsoever for the act of sponsoring or recruiting, and that | will be compansated based upon the activities of
ather Independent Represeniatives (iRs) only to the extent of sales made by them to end user customets. | acknowledge that if | am executing this Agreement on behalf of a company of

any nd, | nevertheless remain personally responsible for the performance of all of the duties and obligations described in this Agreement.

| P T thel.mdeﬁlgmd a\ppllcam.aﬂhnﬂuﬂwnuﬂegalageh the state of execution of this Agreament.

2. lur d that this Ag isnoth g until received and accepted by ACM. | agree 1o timely pay for any prod! materials, services or other items. lhatpurchasefmm ACN.
In the event that 1 am delinwmt with respeum such payments, | acknowledge that ACN may offset such debt frem any monie-s owing to me under its Compensation Program.

3. lagree that|am an IR responsible for my own business and not an agent, legal representative or emplayee of ACH or any party with whom ACN transacts or contracts business. |
agree that | will not be repr ginany that1am an agert, representative, legal representative or ampfayee of ACN or any party with whom ACN transacts or contracts
business and will not be treated as an employee for purposes of any federal, state or local statute, regulation, ordmanoe«cthe« faw.

4. 1may terminate this Agreement for any reason, at any time. by giving ACN prior written notice atits address of record. AGN may terminate this Agreement pursuant to its Policies and
Procedures or in the event that | breach any part of this Agreement.

5. Upenrequast or written notice of termination of this Agreement pursuant ta the procedures set forth by Paragraph -lwithin one (1) year fram the date of purchase, ACN shall
repurchase the Training Kit, (at a cost of $50.00), provided that the Training Kil is returned 1o ACN in a reuseable :nndit&:n

6. lacknowiedge thatasan IR, 1 am not d any i noraml d any profits or success, and | certify that no daims of guaranteed profits or representations of expected
2arnings that might result from my efforts 25 an IR have been made by ACN of my sponsar, In this connection, | shall not represent directly or indirectly that any person may, can or
will earry any stated gross or net amount nor that spansorship of other IRs is easy to secure or retain or that substantially all Rs will succeed.

PLEASE SEE PAGE 2 FOR ADDITIONAL TERMS & CONDITIONS |

NOTICE OF CANCELLATICH

| may cancel this transaction, without penalty or obligation, for a full refund, within ten (10] business days from the date of this Agreemant, exclusive of the date of signing or If processed
electronically the date this Agreement is submitted to ACN for processing. 1 understand that if | cancel after the ten (10) day period, | am not entitied 20 2 full refund. This limitaticn is not
applicable in Georgia or if superceded by any state law. If | cancel within the ten (10} business days from the date of this Agreement, any payments made by me under this Agreement and
any instrument executed by me will be returned within ten {10) business days following receipt by ACN of my Cancellation Motice. To cancel this Agreement, | must mail, via registered or
certified mall, neturn receipt requested, or deliver p lly to ACN a signed, dated copy of 2 Notice of Cancellation, or send a telegram to; ACN, lnc, 1000 Progress Place, Concrd NC 28025-
2449, If cancellation occurs after ten (10) business days from the date of this Agreement, Item S above applles.

| bereby apply to betome an Independent Representative for ACN, Inc. and have carefully read and agree to abide by all terms and cenditions of this Agreement including terms 47 to
#23 on page 2, the Compensation Plan, the ACN Anti-Slamming Policy and the ACN Palicies and Procedures which are incorporated by reference herein. PLEASE SEE ITEMS #4 & #5 FOR
IMPORTANT CANCELLATION INFORMATION.

By signing this applicatan, k Is hereby confirmed that neither this applicant, the applicant’s spouse or life partner (unless they are the applicant’s sponsorn have had any other Interest and/or
benefit in any other AQN distributorship within, if applicable, the 12 manths prior to the Effective Date of this Agreament, as set farth in the current, Policies and Procedures attached hereto.

| prefer my kit in the following language {choose one) Applicant’s Signature Date
English Kit L1 Spanish kit (J

Kit Received: D ves O no
Your Team ID number is:

Agplicant’s Printed Name

Istpage-ACNcopy  2ndpage-Sponsorcopy  3md page- Representative copy
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lunderstand that AGN offers various services in different markets and, based on business conditions, certain services or the markets where the services are offered may change from time
totime without notice. Further, | understand that ACN strangly recommencds the marketing of all available services by IRs to their prospective customers,

AQN's renewal fee commences after the IR’ first anniversary date. The annual fee is for servicas provided by ACN which include but are not limited to tracking of personat customers,
tracking of downline s and accounting senvices. The IR can obtgin 2 renewal application from the ACN website, Renewal application and fee must be received by ACN no later than 30
days after the IR's anni y date or deactivation of the IA position will occur, resulting In the fork of b © issions or other pay froam ACN. There is a fee to process
all payments made to IRs,

| ack ledge that my IR relath 'JplswithACNandmlwithalwrarrier.smpier.erm:amd«wﬁhﬁmnﬁt&mormduasbm

In'the process of selling or otherwise promating the products or services that ACN markets, | agree that |, as an IR, will operate In a lawful, ethical and moral manner and | agree to make
no false or mislead ing statements regarding the varlous relationships between ACN, the said carrii ppli vice provideris) ar me 2nd the products or services. | agree not to recruit
new |Rs on the basis of promoling the sale of any one service offered by ACN and thati shall follow the company’s recommended practices of promoting and seiling afl services, |
specifically acknowledge that | shall net engage in the slamming of a customer,

{understand that dusing any Investigation by ACN with respect to my breach of this Agreement and/or ACN's Policies and Pracedures, my distributorship may be suspended by ACN and
any payments which may be atherwise owing to me shall be escrowed until final resolution has been achieved. [ acknowledge that in the event of my violation of this Agreement and/or
ACN's Policies and Procedures my distributorship fights may be terminated without further receipt of commissions or payments of any kind.

| agree 10 keep accurate records and shall not engage in or perform any misleading, deceptive or unethical practices. | further agree to abide by all faderal, stare and bocal laws and
regulations governing the sale or solicitation of the products and services markated by ACN andjor its carrier/supplier/service providers), including but not limited to, any and all permits
and licenses required to perform under this Agreement.

Meither ACN nor any telec icat] carmier/: lierfservice provider companies with whom ACN transacts or contracts business shall be liable under any circumstances
for amy damage or loss of any kind, including indirect, special, punitive, compensatory, or consequential damages, losses or profits which may result from any cause, including but not
limited to, breach of warranty, delay, act, error or omission of ACN orany carrier/supplier/service provider(s), or in the event of discontinuation or maodification of a product or service by
ACH or Its carrder/suppRerservice provider(s). | understand that the obligations of ACN and/or its carrier/suppliar/service provider(s) are limited to the performance of best efforts 1o
Pprocess customer orders for acceptance and approval of requested services,

1 understand that a5 2n IR, ) am free to select my own means, methods and manner of operation and that | am free to choose the hours and location of my activities under this
Agreement, subject enly to the terms of this Agreement and alf ACN Policies and Procedures.

- lacknowledge that ACN markets products and services 10 end customers at rates established by ACM or its camier/supplier/sesvice pravider(s) from time to time and that those products,

services and rates shall be subject to change withou prior notice.

. lacknowledge that | am responsible for supendsing and supporting Independent Representztives of my downline. 1 agree to maintain regular communication in support of my downline

representatives through verbal and written communications.

. ACN shall periodically make vasious sales literature, promation materials, training and other products or services available. I, however, am under no 6bligminn o purchase ary quantities

of those materials or services at any time. Rather, § will have the option to werammwmormm I may choose. Ifi choose to purchase such materials then

I may return any unused, unopened and carrently marketable iiems For up to one year and receive a refund of 90% of the purchase price. | will incur the cost of shipping sald materials
to ACH. .

| acknowledge that | have the tight to sign up as many personal customers 25 | wish, For each pemumlusmmsignad.lwi'l receive a commissicn each month from my personal
customers’ telecommunications usage payments and from my network of IRs in 2ccord with the currently valid ACN Campensation Plan. ACN reserves the tight m vary or change
eliglbility as set out in the compensation plan. Any other payments{ receive will be based upan fulfilling certain terms of qualification as set forth by the ACN Compensation Plan. |
agree that as an ACH Sales Representative, | shall place primary emphasis upon the sale of telecommunications/intemet services to nondistributor customers a5 a condition of my recelpr
of commissions. Under certain clrcumstances, commission rates may be acljusted for promotional products or negotiated pricing. | agree that any payments made to me by ACN in
check form that remain uncashed by me after six {6} months from the date onthe check are ferfeited by me and thereafter are the property of ACN.

1agree to indemnify and hold ACN, its shareholders, directors, afficers and employees harmiess from any and all daims, damages, and expenses, including any attorneys’ fees, arising
out of my actions or conduct in violztion of this Agreament. In the event a dispute shall arise between myself and ACH as to our respective rights, duties and obligations arising out of
or refating to this Agreement, and the Palicies and Procedures of ACN it is agreed that such disputes shall be exclusively resollved through binding arhitration before the American
Arbitration Assoclation pursuant to the Commercial Rules of Arbitration. The arbitratian shall be held in Charlotte, North Carolina before a panel of three arbitrators, each side choosing
one and then the twe choosing the third. All claims hereunder must be brought within twao (2) years of the date on which the facts or circumstances giving rise to the claim are alleged
to hawe happenad. The laws of the State of New York will apply to the resclution of the dispute unless otherwise agreed in wriﬁng The award of the arbitrator shall be final and may be
entered in any court of campetent Jurisdiction. This provision shall not restrict ACN from seeking preliminary or permanent injunctive relief in any court of competent jurisdiction,

. | acknowledge that | hava received the ACN Policies and Procedures. 1 understand and agree that the Poficies and Procedures are binding upon me, Efurther acknowledge that ACN

Fully reserves its right to modify this Agreement, the ACN Policies and Procedures and its Compensation Plan at any time by providing me with written notification or verbal
commurication throwugh the ACH website (www.acninc.com), or such modifications through ather written or verbal communication from ACN. For purpases of this Agresmant, my
address as indicated on this Agreement shall be desmed to be my correct address unless and until written natification of a change of address is provided by me 10 ACN.

| acknowledge that this Agr 1%, the Comp lon Plan and the ACN Policies and Procedures incorporated herein by references constitute the entire Agreement between the partles
herete and shali not be modified or amended encept as described in item 20 abave, This Ag shall be binding upon and inure to the benefit of heirs, successors and penmitted
assigns of the parties hereta. If any provision of the Agreement is determined by any authority of competent jurisdiction to be invalid or unenforceabla In part orin whole for any reasan
whatsoever, the validity of the Iming provision or portions th f shall not be affected thereby,

. | acknowledge that the Compensation Plan is based on current products ACN is marketing and is subject to change without natice,

. During the term of the Independent Re ive A ives may not, directly or indirectly, sell to or solicit telecommunications/internet services or other products

or services offered by ACN through any person or entfty other than that specifically designated or approved in writing by ACN. Independent Rapresentatives shall not, during their
refationship with ACN and for a period of ane (1) year thereafter, directly or indirectly, divery, entice, knowingly call upon, sell o sollcit, t2ke away or move any customer of ACN o7 its
carrier/supplier/service provider(s), whather or not the Independent Representative originally procured or brought such custamer to ACN {such activities are mllectively referred ta
hereln as ‘Solicitation?. All solicited by Independent Representatives on behalf of ACN and its cam ppl ice provider(s) are d itobec s of ACN or s
carrier/supplier/service provider(s] and not of its Independent Representatives. Independent Repr i ds wd that such non-solicitation prohibition shalt be strictly enforced
and that ACN's carfier/'supplier/service provider(s) shall be a third party beneficiary of this prohibition as weli as any proprietary and confidential infarmation provided to ACY which
inum is received by independent Representative, Further, during the term of the Independent Represertative Agreement and for a period of one (1) year thersafter, representatives
may not enter into a direct marketing relationship with any carrler/supplierfservice provider of ACN. During the term of this Agreement and for 2 perfod of one (1) year thereafter, ACN
Independent Representatives may not solicit an ACN Independent Representative, whether active, inactive, individual or entity to participate in a netwark marketing program offered by
any ather company, regardiess of whether or not such network marketing company affers competing products or services. Without limiting in any way ACK’s right to pursue all rights
and remedies availzble o i, violation of this cowenant and condition will result in, but is not limited to forfeiture of ali distributorship rights, iInduding all current and future commissions,
bonuses and payments of any kind.
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